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Key Economic Indicators: Federal Republic of Germany 
Exchange Rate as of January 11,1985 
U.S. $ 1.00 equals IM 3.15* 


1984 
1983 Q1-03 


Income, Production, Employment: 
(IM Billion) 


GNP at current prices 1,671.6 1,748.5 
Private consumption 947.3 980.5 
Government consumption 334.2 347.9 
Fixed investment 346.4 35745 

GNP at 1976 prices 1,265.1 1,298.5 

GNP price deflator 132.1 134.7 

Per capita GNP, DM current prices 27,224.8 28 ,663.9 

Disposable income 1,069.2 1,108.5 

Savings as percentage of disposable 

income 11.8 11.5 


Key Economic Indicators: 
(1980 equals 100) 


Industrial orders 107.9 116.4 
Industrial production 95.5 95.8 
Retail sales 108.4 106.3 
Industrial wages per employee 114.5 114.2 
Cost of living 115.6 118.1 
Industrial prices 435.8 118.8 
Total employment (thousands) 25,187.0 - 
Total unemployment (thousands) 2,258.0 2,144.0 
Unemployment as percentage of 

dependent labor force 9.1 8.6 
Monetary Aggregates, Public Finance: 
(DM Billion) 
Money supply (M 1) 295.8 281.5 
Domestic credit outstanding 1,825.8 1,883.5 
Federal debt outstanding 330.7 346.8 


*By mid-February U.S. $1.00 = DM 3.35 





Annual federal debt service 

Interest rate, rediscount (%) 

Interest rate, Lombard ($%) 

Interest rate yield on 

long-term bonds (% end of period) ; T¢ 

Balance of Payments and Trade: 

(DM billion) 

Gold and foreign exchange reserves n.a. 

Balance on current account 15.0 

Balance on trade account ° 54.9 
Exports, FOB 493.0 
FRG exports to US 7 47.0 
Imports CIF 438.1 
FRG imports from US 32.0 


Estimated 
84/83 


Income, Production, Employment: 
(Percentage Change) 


GNP at current prices 
Private consumption 
Government consumption 
Fixed Investment 
GNP at 1976 prices 
GNP price deflator 
Per capita GNP, current prices 
Disposable income 
Productivity gain 1/ 
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Main Exports to US, January to June 1984: (Dollars mill.) Motor vehicles 
2,733; Machinery 1,393; Chemicals 1,118; Electrical equipment 574; Optical 
and precision mechanical products 232. 


Main Imports from US, January to June 1984: (Dollars mill.) Machinery 
1,063; Chemicals 973; Electrical equipment 806; Edible fats and oils 605; 
Aircraft 253. 


1/ Defined as increase in real domestic product per employee. 
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FRG Economic Performance in 1984-85: Moderate Growth. Price 
Stability. Strong Current Account 


Economic performance in the Federal Republic of Germany was 
uncharacteristically erratic during 1984 with major swings in 
quarter-—to-quarter growth and considerable variation within 
industrial branches. The first quarter was very strong with real 
output rising by 1.2 percent: with the onset of the seven-week IG 
Metal! strike in the second quarter. output (and export orders) 
slumped precipitiously with GNP declining by 2.0 percent. In the 
third quarter real GNP expanded by at least 2.2 per cent as 
enterprises pulled out the stops to rebuild inventories and meet 
burgeoning foreign and domestic orders. Although definitive data on 
1984's fourth quarter are not yet available. it appears that real 
average growth in 1984 will reach at least 2.6 percent---the FRG's 
highest rate of growth since 1979. 


in most areas of macroeconomic policy. the outcomes in 1984 were 
highly satisfying to policymakers and the country’s business 
community. Helped by the shield of a strong dollar and a moderate 
rise in unit wage costs in 1981-83. traditional German export 
strength in automobiles. chemicals. machine tools and investment 
goods re-emerged. At year’s end. third highest current account 
surplus of DM 17.9 billion was recorded--more than a seventy percent 
gain over 1983 and a major turnaround from 1980-81 when current 
account deficits of DM 28.6 billion and 13.1 billion were incurred. 


Impressive price stability was also a highlight of the FRG economic 
picture in 1984. Despite the sharp depreciation of the Deutsche 
Mark against the Dollar and the consequent rise in 
dollar-denominated imports (accounting for some 30 percent of the 
FRG‘s total imports). the cost-of-living index registered an 
increase of only 2.4 percent. the lowest rate of increase since 
1969. The price outlook for 1985 is also very encouraging. 
reflecting a combination of reduced wage pressures, accomodating but 


not-—overly-expansive monetary policy. and continued softness in most 
raw material prices. 


At year’s end. the series of annual economic forecasts which include 
projections by the five leading economic institutes, the 
Sachverstaendigenrat (the German equivalent of the U.S. Council of 
Economic Advisors). and estimates by leading commercial banks 
confirmed the economy's upward path. While the details among the 
forecasts vary somewhat. all projections see the moderate expansion 
now underway continuing in 1985-86: most estimates place 1985 real 
growth in the range of two to three percent with some forecasters 
predicting a slackening of growth in the second half of 1985. All| 
of the forecasts foresee continued price stability. and project a 
widening of the FRG’s current account surplus. On the negative 
side. none of the reputable forecasters projects a significant 
decline in the FRG‘s unemployment rate which last year averaged at a 
historically high 9.1 percent of all wage and salary earners. 


END SUMMARY 
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1984 Growth Path: A Strengthening Trend 


The economy's performance in 1984 was solid. if not spectacular: the 
economy expanded by at least 2.6 percent in real terms. inflation as 
measured by the cost-of-living index, increased by just 2.4 percent 
and the current account surplus widened to DM 17.9 billion. up 73 
percent from 1983. While the macrotrends of the economy were 
generally positive. considerable uncertainty over the economy's 
robustness was present for much of the year. 


The growth path as seen on a quarter-to-quarter basis was 
uncharacteristically erratic for the German economy---the economy 
expanded by a strong 1.2 percent in the first quarter. contracted by 
nearly 2.0 percent in the second as the most damaging strike in the 
FRG‘s postwar history crippled output. and bounced back strongly in 
1984's second half. The strength of the economy's rebound has been 
the subject of considerable debate within the German economic 
forecasting hierarchy. In general. the five leading economic 
research institutes are more pessisimistic on the economy as it 
enters 1985. These insitutes (IFO of Munich, Kiel. Essen. DIW of 
Berlin. and Hamburg) place considerable emphasis on a slowdown on 
construction and an easing in domestic consumer demand and thereby 


conclude that real growth will decelerate to a “rounded” two percent 
rate in 1985. 


The Sachverstaendigenrat (the German Council of Economic Advisors) 


is considerably more upbeat on the economy’s near-term prospects. 
Citing the current “framework conditions” of the German economy as 
the most propitious since the late 1960s, the Council argues that 
the Kohl Government's budget consolidation policy. the reduction of 
inflation, moderate wage increases, the restoration of business 
confidence, and an improving international economic environment have 
created the conditions for a modest acceleration of real growth in 
1985 to an “ample” three percent and foresee a continuation of the 
expansion well into 1986. While the Government's official forecast 
has not yet been released. an intermediate “flash” forecast in late 
October 1984 steered a middle course between the institutes and the 
Council of Economic Advisors with an estimate of 2.5 percent real 
growth. A majority of the forecasts by the leading commercial banks 


also place prospective growth in 1985 in the 2.5 to 3.0 percent 
range. 


Improved Business Confidence 


The Federal Republic's economic performance in the first half of 
1980s has been relatively weak in comparison to its outstanding 
record of the 1960s and early 1970s when average real growth rates 
of 5 percent per annum were the rule and full—-employment taken for 
granted. With the onset of the first oil shock in 1973-74, the 
economy moved onto a less predictable and slower growth path over 
the second half of the decade. Annual growth rates wavered between 
-1.6 (1975) and 5.5 percent (1976) but were clearly trending 
downward at the decade‘s close. In 1981-82. the FRG‘’s economy 
contracted by 0.2 percent and 1.1 percent respectively. with a 
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cyclical trough reached in October 1982. Unemployment which was 
well under two hundred thousand through most of the 1960s soared to 
2.3 million by the end of 1983 as growth rates slackened, unit wage 
costs rose excessively. and employers reacted to highly restrictive 
employment regulations by streamlining operations and replacing 
labor with capital investment wherever possible. 


Although the economy emerged from its slump in 1983 to record a 
modest 1.3 percent real expansion, business confidence as measured 
by the IFO Institute's indices remained relatively weak through most 
of 1984. It was apparent that the major unsettling factor in the 
business “climate” was the prospect of a prolonged labor dispute 
which centered on organized labor‘’s push for a shortening of the 
workweek to 35 hours (with no compensating reduction in 
remuneration). In the event. Germany suffered through the most 
damaging strike in its postwar history which finally led to 
mediation after seven weeks of strikes and lockouts. According to 
the Bundesbank. a total of 10.5 million working days were lost due 
to the strike and “indirect” production stoppages in downstream 
industries. The Bundesbank estimates that DM 4 billion in output 
was lost amounting to some 4 percent of overall May-June production. 


In retrospect, the strike settlement was less damaging to German 
international competitiveness than many observers had originally 
feared. From April 1985 onwards the average workweek in the metal 
processing industries is to be reduced from the present 40 hours to 
38.5 hours. A core workweek ranging from 37 to 40 hours. presumably 
tailored to the conditions in individual enterprises and working 
units. is permitted under the negotiated contract. An 
across-the-board wage increase of 3.3 percent took effect on July 1, 
1984 and a further 2.0 percent increase will come into effect on 
April 1, 1985. The wage agreement is valid until March 31, 1986 


while the workweek plan will remain in force until September 30, 
1986. 


The impact of the wage settlement on Germany'‘s international 
competitiveness has been widely debated in business, academic and 
trade circles. The Sachverstaendigenrat and the economic research 
institutes generally argue that. if the scheduling of the workweek 
is. in fact. carried out on a case-by-case basis. the rise in unit 
wage costs can be offset to some extent through more intensive 
application of skilled labor which could lead to significant 
productivity gains. On balance. the negotiated wage and salary 
level probably rose on the order of 3.5 percent in 1984 which would 
translate into an increase of average unit labor costs of roughly 
one percent based on the FRG‘’s average annual productivity increase 


of 2.5 percent in recent years. A similar rise in unit wage costs 
is probable in 1985. 


The judgment that the “framework conditions” are now highly 
favorable in the German ecor-ny has been most vigorously advanced by 
the Sachverstaendigenrat as noted above. The Council argues that a 
combination of factors have converged to set the stage for sustained 
recovery. Inter alia, the Council highlights the success of the 
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Kohl Government in reducing the net borrowing requirement of the 
Federal Government from 2.1 percent of GNP in 1981 to an estimated 
1.4 percent in 1985 and stresses the coalition’s determination to 
hold down expenditures in its projected |986-88 budgets along with 
the sharp reduction in underlying inflation as important to the 
restoration of business confidence. While the Council argues that 
much greater flexibility in labor markets would be needed if 
unemployment is to be reduced significantly from the current leve! 
of 2.27 million in 1985-86, it concludes that recent wage 
settlements which have limited the rise in nominal wage costs to 3 
percent per annum in 1981-84 have been a key factor in the 
re-emergence of West German competitiveness in automobiles, 
chemicals, machine tools. and investment goods. 


To a greater extent than other economic forecasters. the 
Sachverstaendigenrat hinges its optimism on the judgment that 
underlying confidence in the economy has improved significantly 
since the settlement of the IG Metall labor dispute and that this 
will be translated into a robust increase in investment spending in 
1985. To buttress this argument. the Sachverstaendigenrat cites a 
recent IFO investment survey which predicts that investment outlays 
will rise by some 8 percent in real terms in 1985---the highest rate 
of investment since 1979. Moreover, the Council points out that 
Capacity utilization which was steadily trending upward from the 
September 1982 trough (then turned sharply downward in the 
strike-impacted second quarter) rebounded so strongly in the third 


and fourth quarters that incremental investment will! be required in 
many industrial branches. Most recent data show that capacity 
utilization now stands at 82 percent.. a figure that disguises 
considerable variation from industry to industry. 


Export-led Recovery: the U.S. Connection 


Virtually all economists tracking the German economy are in 
agreement that the major factor in the strengthening of growth in 
1984 was sharply higher export demand. In contrast to 1983 when the 
FRG economy began to move off dead-center. largely in response to a 
modest upswing in internal consumption and investment. nearly 
one-half of the 2.6 percent real increase in 1984 output can be 
attributed to export expansion. above all in the U.S. market. The 
strong expansion of the U.S. economy in 1983-84. coupled with the 
steep relative depreciation of the Deutsche Mark vis-a-vis the U.S. 
dollar (some !|7 percent since mid-1983) exerted a strong pull! on the 
FRG’s exports to the United States. During the first ten months of 
1984, German exports to the United States as expressed in DM rose by 
nearly 50 percent. While changes in relative exchange rates 
assisted German exporters significantly. that was only part of the 
story as FRG exporters increased their market penetration in nearly 
all geographical areas, with the exception of the Middle East. where 
export markets contracted as petroleum revenues declined. 
Traditional pillars of German export strength---investment goods. 
machine tools, automobiles. chemicals—--benefited most from the 
relative depreciation of the DM and the sharp upswing in U.S. 
economic growth. While final 1984 trade figures are not yet 
available, it appears that the FRG surplus on merchandise trade wil| 
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hit a record DM 55 billion. Despite a modestly larger deficit than 
in 1983 on the invisibles account. the 1984 current account surplus 
of DM 17.9 billion---a 70 plus percent increase over the 1983 
current account was a major balance-of-payments turnaround from 1980 
when a record DM 28.6 billion current account deficit was incurred. 
Although most German observers project that the FRG’s export surge 
to the United States will taper off as U.S. real growth slows to 
3.5-4.0 percent. the consensus forecast is for the FRG’s surplus on 
current account to widen to DM 20-25 billion as a modestly stronger 
recovery takes hold in Western Europe and exerts an 
overproportionate demand pul! on German investment goods. 


A Diverging Regional and Industrial Pattern 

In a generally positive economic picture, some soft spots in major 
industries and regions stand out. As in most EC states. traditional 
“smokestack” industries are in trouble in the Federal Republic. in 
particular shipbuilding. steel. petroleum refining. coal mining. and 
coke production. These industries are centered in the northern 
states (Laender) of North-Rhine Westphalia. the Saar, 
Schleswig-Holstein. areas which in the past enjoyed generally higher 
average incomes than in the FRG’s southern states. Since the 
mid-1960s. the economic balance in the Federal Republic has swung 
increasingly in favor of the southern states. particularly Bavaria 
and Baden-Wuerttemberg whose more diversified economies have been 
expanding at a more rapid rate. 


The relative decline in the northern states --- above all North 
Rhine-Westphalia --- is shown in the progressive decline in the 
“North's” share of the FRG’s GNP since 1960 and that region's 
markedly higher rate of unemployment. While the northern states 
accounted for 50.9 percent of total West German GNP in 1960. the 
“North's” share had declined to 48.7 percent by 1970 and had dropped 
to 46.6 percent by 1982. The decline in relative output has 
translated increasingly into higher (and more protracted) 
unemployment: for instance, the Lower Saxony/Bremen region currently 
is experiencing 12.6 percent unemployment. with unemployment in 
North Rhine-Westphalia (10.6 percent). and the Saar (11.6 percent) 
also well above the country average. On the other end of the scale, 
Baden-Wuerttemberg currently has an unemployment rate of just 5.6 
percent while Bavaria is at 8.1 percent despite the fact that 
unemployment was 2.0 percent or less in all states as recently as 
1973. The chief reason for the relative decline of the northern 
states is to be found in the severe structural problems and over 
capacity in the coal-iron-steel complex that had functioned as the 
heart of German industry since the late nineteenth century. The 
FRG’'s structural adjustment policies in the Ruhr basin have come 
under increasing criticism from economists of the leading economic 
institutes and the Sachverstaendigenrat in 1984. These economists. 
argue that the FRG’s (and indeed Europe‘s) unemployment problem is 
essentially structural in nature and that German unemployment 
(currently 2.27 million or 9.1 percent of the dependent labor force) 
is unlikely to be reduced significantly by the current recovery. 
Looking to the U.S. experience in employment creation since the 
mid-1970s. these economists stress that more downward wage 
flexibility is needed in labor markets so that the unemployed could 
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“price” themselves into jobs more easily: that income support 
programs should be aimed at facilitating a labor transfer from 
lagging to leading regions within Germany: and that tax policies and 
labor legislation should be revised to encourage the launching of 
new smal! and medium-size ventures analogous to those which have 
played such an important role in job creation in the United States. 


Despite apparently less than optimal success of the FRG’s structural 
adjustment programs. a pattern of expanding and contracting 
industries is nonetheless visible. A major reduction of capacity in 
steel production has been underway since the mid-1970s due to 
slumping domestic and foreign demand for steel and increased 
international competition from newly industrialized states. e.g. 
Brazil. South Korea. Other industries such as petroleum refining 
are also in a period of major “downsizing”. Petroleum refining and 
processing capacity peaked at 165 million metric tons (MMT) in 1978: 
current capacity is estimated at 100 MMT and further reductions 
appear inevitable as the current capacity utilization rate is only 
76 percent. On the other hand. some industries which had been 
relatively static in the latter half of the 1970s are on the 
rebound. Along with the strongly competitive German automobile and 
machine tool industry. the highly export-oriented chemical industry 
(some 41.9 percent of FRG chemical output is exported) grew at 7.3 
percent in 1983 and nearly six percent in 1984 as export orders 
surged in response to exchange rate developments and stronger 
economic activity abroad. At year’s end, a survey of eighteen key 
industries conducted by the DIW economic institute depicted five 
sectors (machine tools. data processing. chemical. plastics. 
automobiles) as “very optimistic” over their growth prospects in 
1985. Construction, mining. and petroleum refining were judged as 
having the weakest growth potential in the near term. 


German Agriculture: Production Trends Influenced by EC Policy 


About 49 percent of the area of the Federal Republic is used for 
agricultural production. Total farm land amounts to approximately 
30 million acres. of which about 18 million are sown in crops. 

Major grain crops--barley. wheat. rye. and oats--are produced on 
about 70 percent of total arable land. There are approximately 
780.000 farms in West Germany of which only 30.000 have more than 
125 acres. The average farm size is 38 acres, compared to the U.S. 
average of 430 acres. Agriculture contributes about 2.5 percent to 
the GDP, while the farm labor force accounts for nearly 5.4 percent 
of total employment. 


In 1983/84 the average per capita income of farmers and working 
members of their families was DM 22,412, down 14 percent from the 
record income level of DM 26.034 (1982/83). (Farm statistics in the 
FRG are on based on a July 1 to June 31 year.) Approximately 
seventy percent of cash marketing receipts came from livestock 
products with the remainder from sales of plant products. In 
contrast. cash receipts from marketing are about evenly divided 
between crop and livestock products in the United States. 
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German 1984 grain production is estimated at a record 26.5 million 
metric tons (MMT). This is about 7 percent above the previous high 
of 24.7 MMT produced in 1982. One of the key policy issues in 1985 
will be the effect of this record surplus on 1985/86 EC price 
decisions. As a result of EC-instituted milk marketing quotas for 
the 1984/85 marketing year (April-March). FRG milk production is to 
be reduced by 6.7 percent. The increased slaughter rate of dairy 
cattle has. however. expanded beef supplies substantially and 
altered the consumption pattern of livestock feeds. 


West German agricultural imports from the United States during 
January-September fell from $1.567.7 million in 1983 to $1.369.4 
million in 1984. This continues a trend that began in 1980. U.S. 
agricultural exports peaked at $2.9 billion in 1980, fell to $2.4 
billion in 1982 and $2.1 billion in 1983. Primary factors behind 
falling exports have been the restrictive nature of the EC’s Common 
Agricultural Policy and the impact of a rising dollar on U.S. export 
prices. In Marks the decline was not as sharp. falling from DM 5.8 
billion in 1982 to DM 5.4 billion in 1983. FRG agricultural exports 
to the United States during January-September 1984 were $340.5 
million, up from $296 million in 1983. 


During the first half of 1984 FRG agricultural and food imports 
totaled DM 27.5 billion. roughly double the value of food exports. 
Food imports rose by DM 2.93 billion or 11.9 percent over 1983's 
first half while exports expanded by DM 1.46 billion or 12.8 
percent. Food products accounted for 12.8 percent of total German 
imports and 5.5 percent of total exports. On the import side. DM 
14.63 billion came from other EC states and DM 12.89 billion from 
third countries. 


Monetary Policy in 1984: Well-Behaved Aggregates 


From early 1979 until late 1981. the Bundesbank pursued a generally 
tight monetary policy aimed at controlling the inflationary pressure 
stemming from the oil price increase and defending the exchange rate 
of the Deutsche Mark vis-a-vis the U.S. dollar. Since early 1982 
the increasing strength of the FRG’s current account position and 
steadily improving domestic price stability have permitted the 
Bundesbank to pursue a slightly more accommodating monetary stance 
which has led to a significant decline in nominal long-term interest 
rates and a progressive “de-linking” from U.S. money rates. 


This trend became more visible in 1984 as long-term bond rates 
continued to decline and short-term lending rates began to move 
downward (albeit at a slower rate). The key Lombard borrowing rate 
which. in the form of a “special Lombard facility”. peaked at 12 
percent in 1981 has been brought down steadily and now stands at 5.5 
percent: yields on prime bankers’ acceptances of less than 90 days 
duration have declined to slightly over 4 percent: and long-term 
bond rates had dropped to 7.3 percent by the end of 1984, a decline 
of over 300 basis points from peak rates in 1981. The key public 
monetary target of the Bundesbank is Central Bank Money (CBM). a 
broadly defined aggregate which includes currency in circulation 
(excluding bank holdings) and minimum reserves held against domestic 
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liabilities of banks at constant (1974 base) ratios. In December 
1984, the Central Bank Council announced its plans to target growth 
in the stock of CBM between the fourth quarter average of 1984 and 
the fourth quarter average of 1985 within a band of 3 to 5 percent. 
This rate of expansion represents a modest lowering of the CBM 
target corridor from 1984 when a 4 to 6 percent rate of growth was 
deemed appropriate by the Central Bank Council. Following its 
normal path of quarter—to-quarter fluctuation, CBM has been 
remarkably well behaved over the course of 1984. At year's end. 
growth in CBM was almost precisely in the middle of the target 
corridor with fourth quarter 1983/fourth quarter 1984 growth of 4.75 
percent. According to Bundesbank President Poehl. the lowering of 
the target corridor to a 3 to 5 percent growth range in 1985 does 
not represent undue tightening in view of the significant reduction 
in the FRG‘s underlying rate of inflation. In the Bundesbank’'s 
view, the programmed rate of monetary expansion would. given the 
economy’s productive potential. be consistent with an expansion of 
real GNP by 2.5 percent (or slightly more) without offering any 
major impetus to inflation. 


Implications for the United States: Computer Products Lead the Way 


In a recent assessment. Commerce Department's Foreign Commercial 
Service in Germany identified 18 market sectors offering best 
prospects for the expansion of U.S. exports to Germany during 
1985-88. Computers. computer software. peripheral equipment. 
electronic components and test equipment are all assessed as 
offering excellent potential for U.S. suppliers. West Germany 
offers by far the largest market for electronic data processing 
hardware and peripherals in Europe. Recent industry surveys by the 
IFO institute demonstrate that growth in the data processing/office 
automation field may exceed 20 percent per annum during 1985-87. 


Computer Hardware/Per ipherals——- 


While the FRG’s production of computer hardware in 1983 (not 
including parts, peripherals and accessories) grew by 27.3 percent 
to reach DM 7.0 billion ($2.7 billion) imports continue to account 
for a sizeable share of total market volume. In 1982 DM 2.8 billion 
($1.2 billion) worth of computer parts. peripherals and accessories 
were imported with this total rising by 42.8 percent to reach DM 4.0 
billion ($1.6 billion) in 1983. Computer hardware imports also 
continue to expand at a significant rate rising from DM 6.6 billion 
($2.7 billion) to DM 8.6 billion ($3.4 billion) in 1983. Market 
growth has been highlighted by the booming demand for micro/persona|l 
computer equipment as well as steadily expanding demand for CAD/CAM 
equipment and accessories. networking systems. “luggable” computers 
and software/operating systems for microcomputers. 
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Despite increased market penetration by Japanese computer firms, 
U.S. suppliers accounted for 34.7 percent of the total market share 
for computers and peripheral equipment in 1983. Trends show that 
Japan is rapidly increasing its market share and most industry 
experts believe that Japanese computer firms will claim 20 percent 
of the market by 1987-88. 


Computer Software Applicat ions—-- 


Paralleling the expansion of the computer hardware market is a 
burgeoning demand for software applications. Despite rapid growth 
in recent years, the FRG still lags considerably behind the United 
States in the development and application of computer software. The 
total volume of the software industry in West Germany (including the 
estimated value of self-made software) increased to $ 3.3 billion in 
1983 and is expected to reach $ 4.2 billion in 1984. With new 
applications expanding at least 15 percent per annum over the next 
several years. the computer software industry should crack the $6 
billion barrier by 1987. There is great interest in U.S. 
applications of software in the form of computer graphics, CAD/CAM 
and engineering. and data management (particularly spread sheet 
analysis for accounting. project planning and time scheduling). 


Electronic Components--- 


The German electronic industry which grew at a sluggish pace in the 
latter half of the 1970s began a turnaround in 1983 with total sales 
rising to DM 7.5 billion ($3 billion). In 1984 industry sales were 
projected to increase by a healthy 11 percent to reach DM 8.3 
billion ($3.2 billion) and industry forecasts predict a 7 percent 
per annum growth rate over the medium term. Production of 
integrated circuits should expand at twice that rate. Annual FRG 
imports of electronic components exceed $ 2 billion with the United 
States maintaining a market share of some 17.9 percent. EC country 
suppliers hold nearly 40 percent of the electronic component import 
market with Japan---as in the case of computer equipment---rapidly 
consolidating its market position. Along with the United States, 
France has also seen its market share reduced by Japanese suppliers: 
in 1983 France (13.1 percent of the component market) was outranked 
by Japan (13.8 percent) for the first time. 


Electronic Industry Production and Test Equipment (EIPT)--- 


The general economic upswing in the Federal Republic of Germany and 
the unexpected growth rates achieved in the electronic components 
industry were reflected in the EIPT equipment sector. While a 
production growth of only 0.5 percent had been expected in the EIPT 
field, 1983 production statistics revealed a surprisingly strong 8.9 
percent increase in this industry sector. Total domestic purchases 
of electronic production and test equipment in 1983 amounted to $1.3 
billion. Fourth on the Department of Commerce's prospect list. the 
FRG‘s imports of EIPT equipment amounted in 1983 to $631 million. of 
which $165 million was sourced from the United States (26.1 percent 
of total imports in the EIPT category). The United States is 
expected to continue its dominance of this market for the 
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foreseeable future with sales prospects particularly attractive due 
to the rapid expansion of the semiconductor market. After three 
slow years. this industry seems poised for a takeoff with some 
industry forecasters predicting growth rates as high as 35 percent 
over the next three years. Industry representatives are 
particularly bullish on sales prospects for water production 
equipment (implanter, stepper. diffusion furnaces) and project 
sharply increased demand for cutting. bonding. and welding equipment 
used in assembly operations. 


Pollution Control Equipment——- 


Sharply increased interest of the German electorate in environmental 
protection has significantly altered the marketing outlook for 
pollution controls and instrumentation over the medium term. With 
the adoption of considerably tighter environmental legislation. 
demand for pollution control systems (including methodology. 
equipment and instrumentation) should increase notably. Primary 
emphasis will be given to fighting air pollution especially through 
the desulfurization of stack gas from coal-fired thermal plants 
which supply some 30 percent of the electricity consumed in the 
Federal Republic. In waste water treatment. biological treatment 
processes are in increasing demand. In 1983. total FRG investment 
in pollution control equipment was $1.6 billion. By 1987 the market 
for pollution control processes and equipment should exceed $2.0 
billion per annum. Imports of pollution control devices are stil| 
relatively modest: in 1983 total imports were $143 million. of which 
$59 million stemmed from U.S. suppliers (41 percent). U.S. firms 
should be able to strengthen their foothold in this emerging market 
based on superior technology and a significant head start in 
environmental research and pollution control systems. 


In addition, the following sectors were identified as offering 
favorable prospects for an expansion of U.S. goods and services 
exports in the Federal Republic of Germany and would most benefit 
from aggressive market promotion: automotive parts and accessories, 
analytical and scientific instruments. health care industries 
equipment and services. industrial process controls. laser and 
optical-electronics. printing and graphic arts. security and safety 
equipment. franchising. and robotics. 


For further information on doing business in the Federal Republic of 
Germany U.S. business representatives should contact the nearest 
District Office of the U.S. Department of Commerce or the German 
Desk Officer. Office of Western Europe, U.S. Department of Commerce. 
Washington. D.C. 20230. Tel. (202) 377-2434. 


Doing Business with the German Government 


While the scope for sales to entities of the FRG government is 
somewhat constrained. aggressive marketing efforts can pay off. The 
1985 FRG Federal Budget provides funding in the amount of DM 67.9 
billion for the procurement of administrative supplies. military 
equipment and capital goods. This represents an increase of 3.5 
percent compared to outlays under the 1984 budget cycle. The most 
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important government purchaser is the Ministry of Defense which has 
been allocated some DM 27 billion for procurement, the bulk of which 
(DM 21.4 billlion) is budgeted for purchases of straight military 
equipment. FRG Government procurement entities are required to 
execute their purchases according to national laws 
(VOL-Verdingungsordnung fuer Leistungen, as last amended in April| 
1984). European Community directives (for Communi ty-wide 
harmonization and coordination purposes. 1978) and international 
guidelines (GATT-MTIN, Government Procurement Code, 1981). 


Information on large government tenders may be obtained in the 
United States from the Department of Commerce through its “Trade 
Opportunities Program (TOP)”. Tender announcements are also 
published in “Commerce Business Daily”. 





Export Regulation Information 
. .. In Response to Your Inquiry 


Then go to the source for your answers. 
Co nfu sed abo ut EX po rt The Export Administration Regulations, a 
- ‘ ie comprehensive guide to the rules control- 
Licensi n Re u i rements? ling exports of U.S. products, answers 
G q s your questions on export licensing 
requirements: 
¢ When is an export license necessary? 
e When is it not necessary? 
¢ How do! obtain an export license? 
e What policies are followed in consider- 
ing license applications? 
How do | know when the policies 
see8 os change? 
see s8 Are there restrictions on exports to cer- 
Seeee8888 tain countries? 
Are restrictive trade practices and boy- 
cotts prohibited? 
Do | need a license to ship technical data? 
Where can | obtain help? 


At no additional cost, subscribers receive 
supplementary Export Administration Bul- 
letins which explain recent policy changes 
and provide replacement pages to keep 
your set of regulations up-to-date. 


Use the order blank below to begin your 
subscription to the Export Administra- 


SUBSCRIPTION RATES tion Regulations. 


In the United States $68.00 
To foreign countries $85.00 


All Bulletins sent first class to 
both foreign and domestic ad- 
dresses. Airmail service not 
available. 


MAIL THIS ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 
pe Credit Card Orders Only 


Enclosed is $_________ ©) check; | VISA® | Total charges $ Fill in the boxes below. 
Cl money order, or charge to my |) Guat 


Deposit Account No. qmmer-E bid Litid lebli il 
Chir Pt (warns) seit iad 


Order No. Month/Year PP Era 


Please send me sets of the U.S. Department of Commerce 
Export Administration Regulations and supplementary Export Adminis- 
tration Bulletins for the publication period beginning October 1, 1984. For Office Use Only 


Quantity Charges 


Name—First, Last 





.... Enclosed 
ite 5 .. To be mailed 
Company name or additional address line :.. Slestaiin 


casi vs nsien cant edmues 7 
Street address 


City Zip 
(or Country) 


Ee Se eR IP a Se ee OO ee Ye 
PLEASE PRINT OR TYPE 








